Appendix B

Part 69 Rules



§ 69.152 End user common line for price cap local exchange carriers.

(a) A charge that is expressed in dollars and cents per line per month shall be assessed
upon end users that subscribe to local exchange telephone service or Centrex service to the extent
they do not pay carrier common line charges. A charge that is expressed in dollars and cents per
line per month shall be assessed upon providers of public telephones. Such charge shall be
assessed for each line between the premises of an end user, or public telephone location, and a
Class 5 office that is or may be used for local exchange service transmissions.

(b) [Removed and Reg'erved.

(c) The charge for each subscriber line associated with a public telephone shall be
equal to the monthly charge computed in accordance with paragraph (k b3-of this section.
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EXcegt

as provided in garéggaghs (g g,' the maximum single line rate,
(12) Beginning January 1, 9982000, the maximum monthly charge for each |

primary resxdennal or smgle line busmess local exchange service subscrlber hne shall
be the A 3 3

whichever—is—tower: lesser of ghe Average E;;gg Cap CMT Rgvegue Per Llne gﬂ
defined in § 61.3(d) or

(i) On January 1, 2000, $5.50
ii) On January 1, 2001, $6.25
(111) On July 1, 2002 $6.75.
(iv) On July 1, 2003, $7.00




2) In the event that GDP-PI exceeds 6.5% or is less than 0%, th well

as the rates will have to be adjusted pursuant to § 61.45(b)(2).

(e) (1) Fhrough-Deeember31-1997Beginning January 1, 2000, the monthly charge
for each non-primary residential local exchange service subscriber line shall be the
neximum-averaged End User Line Charpefor non-primary-residential bnes-in g
the-lesser of:
(i) $7.00 or

i1) th ter of:

A e rate as of December $S amou n

User Common Line charge reduction needed to ensure over
recovery of CMT Revenues does not occur, or

(B) Average Price Cap CMT Revenue Per Line.

(2) In the event that GDP-PI is greater than 6.5% or is less than 0%, the caps
as well as the rates in paragraph (1) above wil] have to be adjusted pursuant to §
61.45 b(2).

(3) Where the local exchange carrier provides a residential line to another
carrier so that the other carrier may resell that residential line to a residence that
already receives a primary residential line, the local exchange carrier may collect the
non-primary residential charge described in paragraph (e) of this section from the
other carrier.

(f) Except as provided in paragraphs (n) and (o) of this section, the charge for each
primary residential local exchange service subscriber line shall be the same as the charge for each
single line business local exchange service subscriber line.

(g) A line shall be deemed to be a residential subscriber line if the subscriber pays a
rate for such line that is described as a residential rate in the local exchange service tariff.

(h) [Reserved]
(i) A line shall be deemed to be a single line business subscriber line if the subscriber

pays a rate that is not described as a residential rate in the local exchange service tariff and does
not obtain more than one such line from a particular telephone company.




(j) No charge shall be assessed for any WATS access line.

(k) (1) Beginning on January 1, 2000, and in the absence of voluntary reductions,
the averaged End User Common Line Charge for multiline business lines in a given
entity that has not deaveraged End User Common Line charges will be the lesser of:

1 20 or
ii) the greater of®

A) the rate as of December 31, 1999, less amounts of End User
Common Line charge reductions to ensure over recovery of CMT
Revenues does not occur, or

(B) Average Price Cap CMT Per Line as defined in § 61.3(d).

Except when the incumbent LEC reduces the rate through voluntary
reductions, the averaged multiline business End User Common Line charge
initially will be frozen until the entity's multiline business PICC and CCL are

eliminated.

(2) In the event that GDP-PI is greater than 6.5% or is less than 0%, the caps

as well as the rates in paragraph (1) above will have to be adjusted pursuant to §
61.45 b(2).

8 (1) Beginning January 1, 1998, local exchange carriers shall assess no more
than one end user common line charge as calculated under the applicable method
under paragraph (e) of this section for Basic Rate Interface integrated services digital
network (ISDN) service.




(2) Local exchange carriers shall assess no more than five end user common
line charges as calculated under paragraph (b) of this section for Primary Rate
Interface ISDN service.

(m) In the event the local exchange carrier charges less than the maximum end user

common line charge for any subscriber lines, the local exchange carrier may not recover the
difference between the amount collected and the maximum from carrier common line charges or

PICCs.

(n) Through December 31, 1997, the End User Common Line charge for a residential

subscriber shall be 50% of the charge specified in paragraphs (b) and (d) of this section if the
residential local exchange service rate for such subscribers is reduced by an equivalent amount,
provided that such local exchange service rate reduction is based upon a means test that is subject
to verification.

1997.

(o) Paragraphs (0)(1) and (0)(2) of this section are effective through December 31,

(1) The End User Common Line charge for residential subscribers shall be
reduced to the extent of the state assistance as calculated in paragraph (0)(2) of this
section, or waived in full if the state assistance equals or exceeds the residential End
User Common Line charge under the circumstances described in this paragraph. In
order to qualify for this waiver, the subscriber must be eligible for and receive
assistance or benefits provided pursuant to a narrowly targeted telephone company
lifeline assistance program, requiring verification of eligibility, implemented by the
state or local telephone company. A state or local telephone company wishing to
implement this End User Common Line reduction or waiver for its subscribers shall
file information with the Commission Secretary demonstrating that its plan meets the
criteria set out in this section and showing the amount of state assistance per
subscriber as described in paragraph (0)(2) of this section. The reduction or waiver of
the End User Common Line charge shall be available as soon as the Commission
certifies that the state or local telephone plan satisfies the criteria set out in this
paragraph and the relevant tariff provisions become effective.

3} (i) The state assistance per subscriber shall be equal to the difference
between the charges to be paid by the participating subscribers and those to be
paid by other subscribers for comparable monthly local exchange service,
service connections and customer deposits, except that benefits or assistance
for connection charges and deposit requirements may only be counted once
annually. In order to be included in calculating the state assistance, such
benefits must be a single telephone line to the household's principal residence.

(if) The monthly state assistance per participating subscriber shall be
calculated by adding the amounts calculated in paragraphs (0)(2)(ii)(A) and
(0)(2)(11)(B) of this section.

(A) The amount of the monthly state assistance per
participating subscriber for local exchange service shall be calculated by
dividing the annual difference between charges paid by all participating
subscribers for residential local exchange service and the amount which would
have been charged to non-qualifying subscribers for comparable service by



twelve times the number of subscribers participating in the state assistance
program. Estimates may be used when historic data are not available.

(B) The amount of the monthly state assistance for service
connections and customer deposits per participating subscriber shall be
calculated by determining the annual amount of the reductions in these
charges for participating subscribers each year and dividing this amount by
twelve times the number of participating subscribers. Estimates may be used
when historic data are not available.

(p) Through December 31, 1997, in connection with the filing of access tariffs
pursuant to § 69.3(a), telephone companies shall calculate for the association their projected
revenue requirement attributable to the operation of § 69.104 (n) through (o). The projected
amount will be adjusted by the association to reflect the actual lifeline assistance benefits paid in
the previous period. If the actual benefits exceeded the projected amount for that period, the
differential will be added to the projection for the ensuing period. If the actual benefits were less
than the projected amount for that period, the differential will be subtracted from the projection
for the ensuing period. Through December 31, 1997, the association shall so adjust amounts to
the Lifeline Assistance revenue requirement, bill and collect such amounts from interexchange
carriers pursuant to § 69.117 and distribute the funds to qualifying telephone companies pursuant
to § 69.603(d).

End User Common Line De-Averaging. Beginning on January 1, 2000, ILEC
deaverage End User Common Line es e following

ubject to

ondmg ns:

(1) In order for an ILEC to be allowed to de-average End User Common Line
charges within a study area, the ILEC must have state Commission approved
geographically deaveraged rates for UNE Loops within that study area. Except where

-an_incumbent LEC geggaghlcallz deaverages through Voluntag reguctlons, befor

dll I 1il 20T d] 11 d Ll 1 -
Originating and Te@matmg CCL and Multllme Bugmegs PICC rates must equal
$0.00.

(2) All geographic deaveraging of End User Common Line charge by

customer class within a study area must be according to the state commission-
approved unbundled network element loop zone. An ILEC can maintain u ur
zones, however, the zones must cover the same geographic areas as state
Commission _approved Unbundled Network Elements 1 zones. In stud

where there are more than 4 zones, such Zones must be collapsed i
maximum of 4 zones, which will etermined at the ILEC’s discretion.

3) Within a _given zone, Multiline Business En ser Common line rat
cannot fall below Pri Residence, Single Line iness or Non-Primary charges.
Non Primary End User Common Line charges cannot fall below Primary Residence,
Single Line Business charges.

4) For anv given class of customer in a iven zone, the Zone de-avera

End User Common Line Charge in thg; zone must be greater than or equal to the

 zone with the next lower

Zone Average Revgnue Per Line,




(6))]
Alternative 1 — Filing EntiQ’

The sum of revenues per month that would be generated from all
averaged End User Common Line charges in all End Use

Common Line charge deaveraging ;gneg within a filing entity plus

revenues per month from all En m i ltiline

business PICC and CCL charges from study areas within that filing

that d t have ge deave e

Common Line charges plus the sum of all Study Areg Accegg USF

upport defined 1 in all stu i
filin enn divid h number of hne c texce

efined

or theﬁhng entlg v.
Alternative 2 — Study Area and Filing Entiggz

The sum of all revenues per month that would be generated from
all deaveraged End User Common Line charges in all zones within
a study area plus Study Area Acces upport (as defined in
54.813(7)) for that study area divided by the number of lines in

that study area cannot exceed Average Price Cap CMT Revenue
Per Line as defined i 61.3(d) for that rea. In addition

he sum of revenues per month that woul e generated from al
3 ced End User Common Line charges in all End User
mmon Line char eavera zones within a filing entity plus

revenues per month from all End User Common Line charge,
multiline business PI n 1 charge dy areas withi

hat filing entity that have not geographically deaveraged End User
Common Line charges plus the sum of all Study Area Access USF
upport (as defined in § 54.81 in all study areas within the
filing entity, divid the number of lines cannot exce

Avera ri ap CMT Revenue Per Line as defined in § 61.3(d

for the filing entitv.

6) Maximum Charge. maxim eaveraged End T 0
Line Charge that mav be charged in any zone is the lesser of the highest Zon
verage € r Line within th d r the f Janu T

the Current Cap for that desi d period. Zone Average Revenue Per Lin he

Price Cap CMT Revenue per Line allocated to a particular state-defined zone used for
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Appendix A at2.1.5.5.

levels. Aggegd;g A at 2.1 g.;




Averag

ed Price Cap

deaveraging of UNE loop prices. The zone average revenue per line is computed
pursuant to 61.3 (ss).

(7) Minimum Charge. Except where an incumbent LEC gegvergggg through

v lunta reducti n; the mlmmum de-avera End mmon Line

one in that study area.’
(8) Voluntarg Reductmns, A “Vgluntag; Redugtlon is_one in which the

Llnc charge reve r stud area USF su ort received pursuant 4.810 an
54.813, or through increases in other zone deaveraged End User Common Line

charges.

§ 69.153 Multi-Line business presubscribed interexchange carrier charge (PICC).
(a) A charge expressed in dollars and cents per line may be assessed upon the Multi-
Line business subscriber's presubscribed interexchange carrier to recover revenu talin

CMT Reven es Per Llne times the number of base period l1nes less revenues

eaﬁﬁet—be—recovered through the end user common 11ne charge estabhshed under § 69 152 uptoa

line month. residusl-intereonncetion-charge-revenues—and-eertain

maﬂmg—e%peﬂ%eﬂleseﬁbed—ﬂk%%éé@a—ln the event the ceilings on the PICC prevent the

PICC from recovering all the residual common line, residual interconnection charge revenues,
and marketing expenses, the PICC shall recover all residual common line revenues before it
recovers residual interconnection charge revenues, and all residual interconnection charge
revenues before it recovers marketing expenses.

(b) If an end-user customer does not have a presubscribed interexchange carrier, the

local exchange carrier may collect the PICC directly from the end user.







(d2) Local exchange carriers shall assess no more than five PICCs as calculated
under paragraph (c)¢e¥23 of this section for Primary Rate Interface ISDN service.

(eg) The maximum monthly PICC for each Centrex lines shall be one-ninth of the
maximum charge determined under paragraph (a)t832} of this section except that if a
Centrex customer has fewer than nine lines, the maximum monthly PICC for those
lines shall be the maximum charge determined under paragraph (a)éé)2) of this |
section divided by the customer's number of Centrex lines.

§ 69.154 Per-minute carrier common line charge.

(a) Local exchange carriers may recover a per-minute carrier common line charge
from interexchange carriers, collected on originating access minutes and calculated using the
weighting method set forth in paragraph (c) of this section. The maximum such charge shall be
the lower of:

(1) The per-minute rate that would recover annual common line revenues
permitted less the maximum amounts allowed to be recovered under §§ 69.152 and
69.153; or

(2) The sum of the local switching, carrier common line and interconnection
charge charges assessed on originating minutes on December 31, 1997, minus the
local switching charges assessed on originating minutes.



(b) To the extent that paragraph (a) of this section does not recover from
interexchange carriers all permitted carrier common line revenue, the excess may be collected
through a per-minute charge on terminating access calculated using the weighting method set
forth in paragraph (c) of this section.

(¢) For each Carrier Common Line access element tariff, the premium originating
Carrier Common Line charge shall be set at a level that recovers revenues allowed under
paragraphs (a) and (b) of this section. The non-premium charges shall be equal to .45 multiplied
by the premium charges.

§ 69.155 Per-minute residual interconnection charge.

(a) Local exchange carriers may recover a per-minute residual interconnection charge
on originating access. The maximum such charge shall be the lower of:

(1) The per-minute rate that would recover the total annual residual
interconnection charge revenues permitted less the portion of the residual
interconnection charge allowed to be recovered under § 69.153; or

(2) The sum of the local switching, carrier common line and residual
interconnection charges assessed on originating minutes on December 31, 1997,
minus the local switching charges assessed on originating minutes, less the maximum
amount allowed to be recovered under § 69.154(a).

(b) To the extent that paragraph (a) of this section prohibits a local exchange carrier
from recovering all of the residual interconnection charge revenues permitted, the residual may be
collected through a per-minute charge on terminating access.

(c) (1) No portion of the charge assessed pursuant to paragraphs (a) or (b) of this
section that recovers revenues that the local exchange carrier anticipates will be
reassigned to other, facilities-based rate elements, including the tandem-switching
rate element described in § 69.111(g), the three-part tandem switched transport rate
structure described in § 69.111(a)(2), and port and multiplexer charges described in §
69.111(1), shall be assessed upon minutes utilizing the local exchange carrier's local
switching facilities, but not the local exchange carrier's transport service.

(2) If a local exchange carrier cannot recover its full residual interconnection
charge revenues through the PICC mechanism established in § 69.153, and will
consequently recover a portion of its residual interconnection charge revenues
through per-minute charges assessed pursuant to paragraphs (a) and (b) of this
section, then the local exchange carrier must allocate its residual interconnection
charge revenues subject to the exemption established in paragraph (c)(1) of this
section between the PICC and the per-minute residual interconnection charge in the
same proportion as other residual interconnection charge revenues are allocated
between these two recovery mechanisms.
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§ 69.156 Marketing expenses.

(a) Local exchange carriers shall recover marketing expenses that are allocated to the
Common Line and Traffic Sensitive baskets, and the switched services within the Trunking ]
basket pursuant to §§ 32.6610 of this chapter and 69.403.

(b) The expenses descnbed in paragraph (a) of thlS section may be recovered from

)3 -ande)(DH— Primary Residence, Single Line Business, Non-primary Residence and
Multi-Line Business subscriber lines, by increasing or decreasing the end user common line
harge described in §69.152. Thg amount of Qarkegng expenses permitted tg be recoggred in this

¢) [Removed and reserved.

-(d) In the event that the ceilings set forth in paragraphs (b) ame-fe}-of this section, and |
§ 69.153(d) prevent a local exchange carrier from recovering fully the marketing expenses
described in paragraph (a) of this section, the local exchange carrier may recover the remainder
through a per-minute assessment on originating access minutes, so long as the charge for
originating access does not exceed the amount defined in § 69.155(a)(2) less the maximum
permitted to be recovered under § 69.155(a).

(e) In the event that the ceilings set forth in paragraphs (b);{e} and (d) of this section,
and § 69.153(cd) prevent a local exchange carrier from recovering fully the marketing expenses
described in paragraph (a) of this section, the local exchange carrier may recover the remainder
through a per-minute assessment on terminating access minutes.

(f) The amount of marketing expenses that may be recovered each year shall be
adjusted in accordance with the price cap rules set forth in part 61 of this chapter.
§ 69.157 Line port costs in excess of basic, analog service.

To the extent that the costs of ISDN line ports, and line ports associated with other

services, exceed the costs of a line port used for basic, analog service, local exchange carriers
may recover the difference through a separate monthly end user charge.
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§ 69.158 Universal Service End User Charges

To the extent the company makes contribution to the Universal Service Support
Mechanisms pursuant to § 54.706 and 54 709 the ILE ay recover those contribution

charge to recgver these co_gtrlgutxons is not part gf anx other elemgnt established pursuant to Part
69. Such a charge may be assessed on a per line basis or as a percentage of interstate retail
revenues, and at the option of the ILEC it mav be combined for billing purposes with other end
user retail rate elements. An ILEC opting to assess the USF end user rate element on a per line

basis may apply that charge using the "equivalency" relationships established for the multiline
business PICC for Primary Rate ISDN service, as per § 69.1 and for Centrex lines, per

69.153(e).

§§ 69.201-69.205 [Removed]

§69.206 [Deleted]

§ 69.207 [Deleted]

§ 69.208 [Deleted]

§ 69.209 [Deleted]

§ 69.210 [Added]
[Deleted]
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Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

Federal-State Joint Board
on Universal Service CC Docket No. 96-45

Access Charge Reform CC Docket No. 96-262

Price Cap Performance Review
for Local Exchange Carriers CC Docket No. 94-1

DECLARATION OF JOEL E. LUBIN

Pursuant to 28 U.S.C. 3 1746, Joel E. Lubin deposes and states as follows:

1. My name is Joel E. Lubin. I am Public Policy Vice President for
AT&T Corp. The purpose of this declaration is to explain AT&T’s estimation of the
amount of universal service support implicit in interstate common line rates based on the
FCC's forward-looking cost methodology.

2. The Commission has previously determined that high-cost support should
be based on the forward-looking costs of providing universal service. The estimate of
$650 million of explicit universal service support necessary to replace implicit support in
interstate access rates is consistent with that methodology. In our calculation, we used
the forward-looking costs of the interstate subscriber line, including the port, as the cost
standard for identifying the amount of support inherent in interstate access charges. We
aggregated the serving wire centers in each study area into three cost zones: low,
medium and high, such that the number of lines in each cost zone were roughly equal.
Then, using the Commission's Synthesis Model, which measures the forward-looking
costs of the loop and port, we compared the interstate portion (i.e., 25%) of the average
forward-looking cost within each cost zone against a maximum affordable subscriber line
charge (SLC) cap of $7.00 per primary residential, non-primary residential and single-
line business line, and $9.20 per multiline business line. To the extent that the forward-
looking costs in a high-cost zone exceed the SLC cap, the difference represents an
amount that should be funded by an explicit federal universal mechanism.

3. We estimated the aggregate increment to the explicit federal universal
service mechanism across all price cap LEC study areas by using the Commission's
Synthesis Model with the FCC-published inputs as of June 2, 1999. Our calculations also
assume that the CALLS plan’s pre-condition for the full $650 million in funding are
implemented: i.e., unbundled network element loop rates are deaveraged across the
nation. The amount of funding based on forward-looking cost, using a projected line
count for 2003, produces a funding requirement of $613 million in that year. Therefore,
erring on the conservative side, $650 million per year represents a reasonable estimate of

August 18, 1999 /7‘oe1 E. Lubin “~




